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On Dec. 2, Canadian Prime Minister Jean Chretien announced his unconditional endorsement
of the North American Free Trade Agreement (NAFTA), removing any threat to the timetable to
implement the treaty on Jan. 1, 1994. Chretien had threatened to delay declaring the treaty law
in Canada until differences over subsidies, dumping, energy, and protection of Canada's fresh
water resources were resolved. Most of Canada's concerns involved its trade relation with the
US. Therefore, the Canadian leader consulted directly with US President Bill Clinton in a process
initiated at the Asia-Pacific Economic Cooperation (APEC) forum in Seattle during November.
However, the trade ministers of the three countries Mickey Kantor of the US, Roy MacLaren of
Canada and Jaime Serra Puche of Mexico also participated in the consultations. In announcing
his support for NAFTA, Chretien admitted that the accommodation with Clinton did not spell
out specific solutions, but said the two leaders reached an understanding to attempt to resolve
problems where disputes exist. The most concrete result of the consultations was a decision by
the three countries to form working groups to establish codes covering unfair trade practices. The
trilateral working groups will attempt to reach agreement on a definition of what constitutes unfair
subsidies and what can be considered "dumping" of goods at below fair market value. "There is
no doubt that the formation of the working groups to study the issues of dumping and subsidies
addresses the concerns raised by the Canadians," Mexico's Serra Puche told reporters. Regarding
its petroleum sector, Canada issued a vague statement promising to remain a reliable supplier of
energy but also reserved the right to promote the use of its energy resources in an "efficient and
responsible" manner. The agreement also included a statement by the US, Canada and Mexico that
NAFTA has no direct implications for Canada's water resources, and that Canada would not be
forced to divert its fresh water resources to cover the needs of the US. Negotiators are expected to
conclude the report on the codes by year-end 1995. However, in an interview with the New York
Times, Kantor admitted that the report's conclusions and recommendations will not be binding on
NAFTA signatories. On Dec. 4, Canada's deputy prime minister Sheila Kopps told reporters one
issue the US and Canada will address shortly is their long-standing dispute over steel subsidies.
Speaking to members of the business community and labor in Hamilton, Ontario, Kopps pointed
out that the US steel industry is heavily protected, which has resulted in indirectly providing an
unfair advantage for US automobile manufacturers, relative to Canadian manufacturers. According
to Kopps, for every US$1 in Canadian steel exported to the US, Canadians import about US$1.50 of
US steel. Steel trade between the US and Canada surpassed US$3 billion in 1992. Kopps said a study
on US-Canadian steel issues is due for completion sometime in January. The findings will then be
addressed by the working group on subsidies. Chretien was criticized for accepting a settlement so
quickly. Jean Charest of the Progressive Conservative Party described the concessions as "cosmetic"
and as "political window dressing." Charest is one of only two members of former prime minister
Brian Mulroney's party to retain their seats in the October elections that swept Chretien into office.
On a related matter, a recent survey of Canadian business owners showed that more than 35%
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of respondents have plans to export to Mexico during 1994, while another 52% saw NAFTA as an
opportunity to expand their business. According to El Financiero daily business newspaper, the
survey conducted by the Canadian Ports Corporation found that a number of the respondents
would like to invest in the area of port infrastructure, preferably in conjunction with a Mexican
partner. Separately, US Vice President Al Gore traveled to Mexico City on Dec. 1 to meet with
President Salinas and Trade Secretary Serra Puche to discuss details of NAFTA implementation,
which begins on Jan. 1, 1994. According to the Associated Press, Gore's visit to Mexico also provided
the Clinton administration with an opportunity to build ties to Luis Donaldo Colosio, the ruling
party's presidential candidate. During the visit, Gore hinted that the Clinton administration would
like to extend NAFTA to the rest of Latin America. "NAFTA is a beginning," Gore said. "It is the
hope of the United States that we can move beyond `good neighbors' and `alliance' and beyond
NAFTA to a point in history in which all of us under democracy, all of us who treasure democracy,
can advance the well-being of our people." In fact, Chile and other Latin American countries have
already announced their intention to seek admission to NAFTA. Mario Bustos Donoso, president of
the Chilean-Mexican Chamber of Commerce (Camara Comercial Chilena-Mexicana) in Santiago
asked the Mexican government to help facilitate Chile's entry into NAFTA. He made the request
to Mexico's new ambassador to Chile, Jorge Navarrete. Mexico and Chile implemented a bilateral
free trade agreement on Jan. 1, 1992 (see SourceMex, 08/07/91 and 12/18/91). [Sources: El Financiero,
11/30/93; Reuter, Associated Press, 12/01/93; Agence France-Presse, 12/01/93, 12/02/93; La Jornada,
12/02/93, 12/03/93; New York Times, 12/03/93; Notimex, 11/26/93, 11/30/93, 12/02/93, 12/04/93]
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